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PBOCUBEMENT POLICY AUG 17 1978

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

SUBJECT: Draft Revxslon of OMB Cu'cular A-76, "Policies for Acquiring
_ Commercial or Industrial Products and Sermces for Government
N Use". : v

L

Following a comprehensive review of OMB Circular A-76 and‘its implementa-
tion, a number of proposed changes to the Circular were published for comment
in November 1977. The attached draft revision of the Circular was prepared

to implement those proposed changes, with due consideration for the comments
received. _

you have, by October 23, 1978 as indicated in th_ 1

| Regnster. _
Lester A. Fettig
Administrator
Attachment
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OFFICE OF MANAGEMENT AND BUDGET
OFFICE OF FEDERAL PROCUREMENT POLICY

Invitation for public comment.

AGENCY: Office of Federal Procurement Policy, Office of Management
v and Budget : \
SUMMARY: This proposed revision would replace OMB Circular A-76,

. "Pol_icies for Acquiring Commercial or Industrial Products and Services.for
Government Use." It reaffirms the Government's general policy of reliance
on the private sector for goods and servxces, while recognizing that govern—
mental functlons must be performed by Government personnel and that proper
attefxtion must be given tb relative cost, More definitive guidelines are provided _
{0 ensure greater con51stency and equity to all partles in the 1mplementatxon

of thlS Clrcular.
DATE: Comments must be received on or before October 23, 1978.

ADDRESSES: Comments should be addressed to the Administrator for Federal
Procurement Policy, Office of Management and Budget, 726 Jackson Place,

N.W., Washington, D.C. 20503.

FOR FURTHER INFORMATION CONTACT: Mr. William D. Russell, Deputy
| Assistant Administrator for Logistics |

Telephone 202/395-3327.

SUPPLEMENTARY INFORMATION: Under Public Law 93-400, the Administrator

for Federal Procurement Poliey is responsible for monitoring and revising policies,

[
.
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reguldtions, procedures:and f_q‘rms'relaft,ing;u_to:n‘el.iance by.the Federal Govern-
ment on the »px;iva,te‘ sector to provide:needed:property-and:services. .On:June
-13,.1977, the:Administrator:and. the-Directorsof:OMB:announced:a.comprehen-
.sive.review.of" OMB Circular A-76:and its 1mplementatlon, -and: sohclted input
-and suggestions: from interested. pamles.. On November 21,-1977,-a number of
~proposed changes to the Circular:were: pubhshed for.comment. “TThis: draft re-
‘vision.of" the Circular 1mp1ements those. chahges, with .consideration; :of the

‘responses-received.

| aDI"SCUSﬂéiN‘ OF PROPOSED'REVISION
The current Circular ‘A-76 states the Govemment!&:genc&ral.?spbﬁfcy~:ﬁ5£:£éiying
on.the private:sector. to supply its:needs, The:draft: »rev1sxon“expands ‘this
.%pohcy statement to- recogmze that‘"governmental funetions™mustbe- per-
.formed by .Government personnel,:and :that";?eheﬁ:ltaxpayemisce*rxt?izt-iled‘:to‘zeeouamy

in Government, which-requiresiappropriate emphasis.on comparative cost.

-Definitions
Circular A-76 currently défines-a "new:start" as.any new Government:com-
mercial or:industrial -activity,or any's;;i_”gnif icant :expansion or additional capital
.,investmgnt.,in .an existing activity. . The:draft. revision-would.define "new
start"-and '{e_xp ansion" v'éepapa tely, perm itting -appropriately different-treat-

“ment in‘reviews.and-cost studies;
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"Government commercial or industrial activity" is defined in more detail,
and a representative listing of commereial and industrial activities is provided

- as Attachment A.

"Governmental funct-ion" is defined to clearly embrace the ac%}iyities that

should always be performed by Government personnel because »_the.y iiﬁvolve
exercising a Governmenta_l_ judgment. This definition is prim:ari'ly hmlted -'
to those functions which inherently involve Qalue judgments, and doés nof__

“include ancillary and support activities.

Scope

The scope of the Circular has been simplified and clarified .to‘: éﬁélude "govern-
mental functions" from inventory and review requiremeﬁtS, and alsb to clearly
prohibit eontracts which establish an employer-employee réla{ionship bétween
the Government and contract personnel. It also reemphasizes that a‘géncies
should not contract out for the purpose of avoiding persoﬁnei ¢eilings or salary
limitations, and clarifies the relationship with OMB Circular A-109 and guidance
“on consulting services. New language more clearly states the abpliéability
- _of the Circular to R&D aetivities. Thése changes should eliminate some
N ‘misunderstandings and improper interpretations that have caused problems

in the past.

[}
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Interagency, Provision of ‘Goods and Services

The present Circular lists.services obtained from.another agency as one of

~the exceptions to reliance on the private sector. Agency-guidance Was :ri_ot'

adequate and resulted in inconsistent treatment.of such.arrangements. In

- .some-cases,-an-activity is listed by both:ageneies, :in other cases, it .is:not

- listed or reviewed by either. :In the draft:revision, this coverage is placed

in-asseparate paragraph-and provides new guidance 'to:assure proper reviews.

Cu‘cumstances Under Which the Government May Operate a Commerc1a1

_or Industrial Activity

.Current language has permitted this section'to:be very izloosely-'int'erpr?et‘ed

' and apphed Under- the proposed .change, coverage is:simplif 1ed to: provxde
, more aconmstent xmplementatlon. Qne of the: exceptlons 'was moved to a.

‘ ; separate paragraph and two were: consohdated leavmg three clrcumstances

to Justlfy m—house performance Jlackof a satlsfactory private source, mili-

~tary necessxty, and relatlve cost.

‘More specific guidelines are provided for.determining -when there isno satis-

factory commercial source, including:any ‘case whereuse of a-contract wouild

-delay or disrupt a program. The Department of Defense is.dev_elopingfmore

detailed criteria for identifying those :activities that must be performed by

‘Government personnel to maintain military readiness. ‘Cost ;comp'a'risons', ’

-which have been the focus of considerable controver_sy,,rWill:;b‘e:cover-’ed,:in |

' anew.supplemental handbook. A draft.of this handbook-will,»be.published

for review and comment by interested parties prior to issuance.
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Cost Comparisoné

Cost com‘pa.rison guidelines are rather general in the present Cireular, permitting

& wide divergence in practice between agencies; The revised draft establishes

basie principles to be followed, which w111 be supplemented by detailed guidance
. in the handbook. Sigmflcant changes in the proposed cost comparison prin-

ciples, which are designed to produee greater aceuracy and con31stency in

‘cost enalyses, inelude:

- use of firm bids or broposals te establish com»mercial'ce'sts;

- recognition of overhead and indirect costs for G.overninent operafions;
- _use of present valuel analysis when appropriate;

—  cost dif ferentials favoring the "status quo;" and

- e Government retirement cost factor, on a'dynamic normal cost

_ basis, of 20.4%.

im piement'ation

Impiementation has Seen the most criticized aspect'oi" Circular A-76:since |
its issuance — this responsibility is assigned to the executive agencies where
it has not received a high level of management attention. Several Sp_ecit:‘ic' |

changes in the proposed draft are intended to promote more effective and

~consistent implementation. . These are:
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(1) Publlcatlon -of an-advance-schedule for review. of all commerclal

-and-industrial. acthItleS and-setvice:- contracts suntable for Government per—

£ or mance,

2) - -;pub;lifcr;a&ai.la;biliaty}:Qf:;taéyci;_e:w;nesulztfs;f

3

“3)  .a:procedureforadministrativesreview: of .disputed-deeisions.

R These ;actions- -will; provxde Qs degveegof vxsxblllty that: should sngnlflcantly

¢

enhance 1mplementat10n

CIRCU LAR NO A-T6

Rewsed
' 'TQ THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

‘SUBJECT: Policies-for- -Aequiring- Commerclal or: Industnal Products and .

L
LRI

Servnces for Government Use

L. Purpose. This:Circular:sets «downsthe policies-and procedures:to-determine

* .whether:needed .commercisl or-industrial:type: work :should be done by.contract

|
1
l
1
|
{
with:private-sourees-orin-house using-Government facilities:and.personnel..

This Cireular :covers:all:executive departments. and-agencies and.replaces OMB

| -:C.ivncul;ar. No. A-76, dated. August 30, 1967; and:all ‘subsequent .amendments. ',

.
|
|
|
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2. Backg round. In a demoecratic free e’nte'rpr‘ise economic system, the Government

- should not compete with its citizens. The private enterprise system,'chara'c-. _

tetized By individual freedom and init'iativ'e,' is the primary source of national :
‘economic strength. In _reéognitio_n of this principle, it has been and continues
to be the general policy of the Government to r_él__y on competitive private

| enterprise to supply the'produc'ts and services it needs.

_’I‘his policy has been expressed in Bureau of the Budget Bulletins issued in 1955;
1957, and 1960. In 1966, Circular A-76 was iééued. and, for the first timé, pre-
‘scfibed vthe policy and pro{lided implementing guidelines in a permanent dir- |
ective. The Circular was revised in 1967, by Transmittal Memorandum No,

1, '.to clarify some provisions and t;)" iéssen thé burden of work by the agencies
in'impl'evm-éntat'idn._ ’I‘ransr'nittél‘ Memorandum No. 2 was issued in 197'6, pro-
viding additional guidance; on cost 'comp.arisons and prescribing standard cost

factors for Federal employee retirement and insurance benefits.

L 'In'1977,‘a'_ cdmprehehsive review of the Circular and its implementation was
€ .

Ainiti}éted. "I"rans'mit:tal Memoraﬁdum No. 3 was issued on June 13, 1977, announc-
ing the review and temporarily reducing the Government retirement cost factor.
| Comments were solicited from all interested parties, and proposed changes

to the Circular were published for review and comment in November 1977, |
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3... P olicy: - THisipolicy:buildsson:threezequally. _van.d:',pqli.cy-% precepts::

a.i. Rely.on:the Private. Sector:: The. Government's:business is.not .to-

~be-in business.: W h'eref'privét-e ‘sources-are available, they should be:looked to.

first:toiprovidestheseommereial-or:industrial:goods and services needed by. the -

Government-to act.on: theipublic's behalf.

b.:. Retain Certain-Govern mental-Functions:In-House. . Certain:functions-.

arezinherently.governmental-in:nature;.being:so:intim ately.related to:the public |

interestsas:toxmandateperformance by Federal employees::

c... Aim for Economy; Cost.:Comparisons:.. When private performance -

is:feasible-and no overriding:factors require in-house:performance;:the:taxpayer.: '

deserves and -expects'the mostieconomical-perfof mance:and, therefore; rigorous.
comparison of ‘¢ontract:costs:versus:in-house costs.should be. used.,.ﬂwh'e_n .appro-:

priate.to decide.how the: work will be done: .

4 Definitions,: For:the purposes.ofithis Circular:

Declassified in Part - Sanitized Copy A'pproved for Release 2013/08/30 : CIA-RDP06M00974R000100240004-4 |

a: A "Government commercial:or industrial:activity"isione whieh-is::

operated-dand'managed by a Féderal:executive agency and which provides a :
product or’servicerthat could'be-obtained from a private source;: A representa~ -
tive;:but: not>com prehensive;-listingrofi§uch activities:is provided in. Attachment

A." Aractivity. cam be identified with.an organization or a type of work, but.

|
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must bev(l) separéble from other fun;:tions so as to be suitable for ‘performanée |
either in-house or on contraet; and (2) a regularly needed activity of an opera- :
txonal nature, not a one-time activity of short duration assoclated thh support

ofa partlcular project. It also mcludes the fac111ty and equlpment ownershxp

~aspects of a Government—owned contractor—operated (GOCO) faclllty

b. An "expansion" is the modernization, replacement, upgrade, or

expansion of a Government commerecial or industrial aétivity involving addi-
tional capital investment of $100,000 or more, brbincrer_asing annual .oper;ating‘
costs by $200,000 or more; provided, the‘increase exceeds 20% of thé total
investment or operating cost. A consolidation of two or moifé activities is not
an "expansion" unless the proposed total capital investment or 'operati‘r_:g}cost |

exceeds the total from the individual activities by the amount of the thbeshold._' _

¢. A "conversion" is the transfer of work from a Government commer-

cial or industrial activity to performance by a private commercial source under

~contract..
d. A "new start" is a newly-established Government ecommercial or
industrial activity, including a transfer of work from contraet to in-house

performance.

e.  A'private commercial source" is a private business or other non-

~ Federal actiyity, loeated in the United States, its territories and possessions,

Declassified in Part - Sanitized Copy Approved for Release 2013/08/30 : CIA-RDP06M00974R000100240004-4
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the Distriet of Columbia, or' the Commonwealth of Puerto Rico, which provides

a: commereialior industrial produet or service required by Government agencies.

f. ., A "Governmental function™ is a.funetion which must be performed

in-house:due to a special relationship:in:executing governmental responsibilities.

Such.governmental. functions can fall into.several ca-tegories:,

¥

{ (1), .Fis_cr,e_»tionary -application of Government authorities, as in

inyestigations, presecutions. and. other judicial funetions; in management: of:

Government programs requiring value-judgments, as in directing the national

- defense, selection of program.priorities,.and direction.of Federal employees;.

-and-all regulatory responsibilities. -

T (2) Monetary transactions and entitlements, as in Government - |

~ benefit pr-dgra-ms and tax collection and:revenue disbursements of the Govern-.

ment.’

(3) Minimum in-house core _capabilil'ties,»in the area of research,
development,. and testing, needed for technical analysis and evaluation and.
technology base management.  Requirements for such services beyond the

minimum core capability which is-justified by the ageney are not eonsidered

. _governmental,functions, however.

Declassified in Part - Sanitized Copy Approved for Release 2013/08/30 : CIA-RDPO6M00974ROOO100240004-4
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; 5. Scope.

a.- No executive agency will engage in or contract for commercial
or industrial activities except in aceordance with the provisions of this Circular,

| or as otherwise provided by law.

b.  The implementation'p:?o_visio‘ns of this Circular do not apply to govern-
_ mental functions pursuant to parégra‘ph' 4(f). These must be perforrhed in-house

by Government personnel.

c; Thxs Clrcular applies to the operatlon of Government-owned con—
tractor-operated (GOCO) facllmes. The policies should be incorporated into | : i
the make-or-buy procedures of .the operating contractot as an agent of the

- - . executive agency. o | - o
~d.- Additional limitations are as follows:

(1)  This Circular will not be used as authority to enter into con-

_traets if such authority does not otherwise exist.

(2)  This Circular will not be used to enter into contracts which
establish an employer-empIOYee' relationship between the Government and
individual contract personnel. Additional guidance on this score is found in

 the Federal Personnel Manual, FPM 300-8 and FPM 300-12.
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_ (3):* This Circular will not be used to justify a conversmn to con-
| tract:solely to meet personnel ceilings:or to avoid salary: limitations. - When
in-hotise performance can be justified under this Circular, but cannot be under-

taken ‘without:impacting-a personnel:limitation, an-appeal:may be made to OMB-

for: ceiling :adjustments”

_ . (4)F _Major: system: acquisitions are: gg)vex;n’ed by the aproyi'sion;sv of
OMB"?:C;i'i'réﬁla:rz‘:»-‘-«A-"-l"O_Q,:Z».'f'Majorafijsstém Acquisitions, -;datg}vd -. Apx"il‘vs,A 1976. Reliance.
on'thé private sector is one of théigeneral:policies containedin Circular “A-109
to ensiire competitive 'é'c'qnsi‘der‘ation',of all-alternatives before-making-a deecision:
on'‘the ‘best.method to satisfy an agenéy-*-n,eed; |
Lj _ (5)." This Cirgular.does not apply: to-consulting'services of a purely
advis&i‘?y'””r’iatétjref"rélatin‘g-‘-to‘ the:governmental functions of agency 'agmilr;\istga\‘tlén

and mahagement and-program-management. - Assistance.in.the management;

arédarmay beprovided-either 'by'.i.devernmerx_,t ‘staff op_ganizaxions. or from private
soireés, as‘deemed appropriate by executive agencies; in accordance with

executive-braneh guidance-on use:of consulting services..

This. Circular: does not ‘apply ‘to contracts awarded under-duly:

(6)
authorizéd set-aside programs;-ineluding:small business, minority- business;
Indidii préference, Federal prison industries, and-other: contract-preference
“however, activities will' not:be converted from.i‘n—hous.e- to-contract .

programs;:
pérfortnaiice except’ when scheduled forreview.in accordance:with this Circular.

‘ .
: l
I
|
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6. Use of Products and Services from Other Federal Agencies,
a, Excess property or services available from other Federal agencies
should be used in preference to new procurements, as provided by the Federal

Property and Administrative Services Act of 1949 and related regulations.

b.  With respect to the use of excess capacity, the performv'g'n‘g agency
must justify operation of the Government commercial or industrial activity,
| Capacity should not be expanded while supporting another agency unless the

total workload is reviewed and justified under the _provisions. 'of this Circular.

c.  The ageney considering use of e”x_cesé cépacity from another agency.
should review its ﬁeeds under the Circular on a case-by-case basis. When a
decision is based on a comparative cost analysis, the using agency should solicit
bids or _pfoposals to establish the commercial price. The agency with excess
.capacity- should prepare _thé GoVernmént cost estimate for comparison with

commercial costs,

7 ‘G'ovérn_m‘ent Operation of Commercial or Industrial Activity. Government

opéré‘tion 6f a commei-cial or industrial activity may be authorized under one
of thé fbllo‘_wihég conditions. In all cases, specific explanétiOns must be doeu-
‘merizted; If tﬁe funcfidn has been performed by contraetv elsewhere or at another
time, the jﬁstificatio'n must specify why cir_cumstances are substantially dif-

_ ferent. .
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~a.. No:.Satisfactory
(1) Before concluding:that:there is no commerecial sourceavail-

able,: the. aigency ‘must place:at least three notices-over:a 90-day: period.in the:-
Cémierde: Bisiness-D gily. In the: case of :u:'-.g\entf-nequineme’ﬁts, the publication-.

period-in the:Commer ce Business Daily ‘may:be reduced to 30 days-with two.-

notices:« -

g (2)* * Agencies":efforts to'find satisfactory commerecial sources, . -
especially:small and:iinority-owned businesses, should be “/supp}e men-ied::;by:g -
obtaining assistance:{ ro mthe General Services Administration; Small ,.Bus_iness
Adfhinistration; and the-Domestie and -Int'ern‘afional , quineSS»a:Administra-tion_.

in:the Department of .Commerce.

(3)« ~ Urgency by itself is-not-an .adeq.ua-t»e.:reasdnuf-br-;s_t'ar;:_ing,on,.-
continuing.a Government: commereial or :industhial activity.. It ‘must-be :shb.wn E
that’comimercial sources are not able'and-the Government is able.to epr;ovi_de

the product-or service when needed.

(4)i" Authorization on the'basis:that use-.of ‘a_commercial-source f
would-disript-an:agency. program requires-a specific documented explanation f
: ' ' i
. to demonstfate that contract performance-would cause unacceptableprogram: :
disruption: - :
|
|
I
1
§ s
|
|
!
i
|
|
!
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(a) The fact that a program is classified, or part of an agency's
~ basic mission, or that there is a possibility of a strike of contract employees

- is.not an adequate justification of in-house performance.

(b) Disruption must be spelled out specifically in terms of

- cost, time and performance measures.

(¢) Disruption must be shown to be of a lasting or unaccept-

able nature. Transitory disruption from conversions are not sufficient grounds,

b. | National Defense.

'(1) It may be necessary for the Government to justify a commerclal :
- or mdustrlal actnvxty for purposes of combat support retralmng of mlhtary

' personnel or for moblllzatlon readmess

| (2) Other detailed 'erite'ria will be developed by the Department
of Defense and other agencies with a defense mission. With the approval of
. 'OMB,‘_ these criteria will be incorpora‘fed in the agency implementing instrue-

- tions for this Circular.’

(3)  Justifications under this exception must show why commercial

perfOrmanee would'not meet the military need.
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e Higher Cost.'! A“Government commercial or industrial activity may '
be:auttiorized if:a :cofnﬁp‘axa tive-cost:analysis, prepared in aeccordance with.this:
Circular; indicates ‘th"at th'é -Gevernment can provide or:is-providing a product’
or service -a;t-‘-' a cost:lo wérz than if.it- were obtained from a private commercial.

source,. as-spelled out below.

8. Cost:Comparisons. A. decision for in-house performance based on economy

must'be supported by a‘comparative cost analysis prepared in.accordance: with f‘
this-paragraph and i mplementing guidance- in‘the-Cost:Comparison-Handbook; -
whieli iwill.be issued as a supplement to this:Circular. .

a.. Common Ground Rules,

(1) © Both Government and commercial cost:figures must be based '
- on the same scope of work and‘the same level of performance: THis:requires"
the-preparation-of a- suf ficiently precise work statement with performance:

. stanidards'that can-be monitored for either mode of -performance.

(2).- Standard cost fac’-t‘oré—:will beused *:as«prescrib’e'd‘ by the: Cost

Comparison Handbook and as supplemented to describe particular: ageney opera-
tions. It: will be incumbent.on -each ageney to defend any variations in costing" : ‘

from one -case to -another. : ' - .
. |

(3) Al significant-Government: costs must be éonsidered,.both ' .
for administering a contract and:for direet Government performance, inc¢luding .
- b

allocation of overhead and indirect costs. _ ) _
. |

!
i
|
|
|
]

F ' . ) ‘ . R
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(4) The base pefiod for the cost analysis will be keyed to the
‘expected span of perfor mance to guard agéinst "buy'-in" pricing on the part
| of contractors or Government activities. Prepriced options and subsequent
recompetmon should also be used to avoid a contract "buy—m " Except when
the cu'cumstnaces of the requlrement dlctate otherwise, the base perlod w111

correspond to the period of the proposed contract,

(5) Cost comparisons are to be aimed at full cost, to the maximum

‘extent possible in all cases.

(6) - Ordinarily, agencies should not incur the delay and expense
‘of eonducting cost comperison stedies to justify -a Government commercial
or industrial activity for products or services estimated to cost thevGovem'mer.x't
less than $100,000 per-year. ‘Hewever, if ther-e'is reaéen_ te beﬁeve that ‘iﬁadequate
competitidn or other vfac.t_Ors'..ere cadsing cohmercial prices to be imreasonable,
“a cost comparison study_ce.n be conducted. Reasonable efforts should first
be made Vto obtain satisfactox?y prices from existing commercial seurces and

to develop other competitive commercial sources.

(7) = The cost comparison will use the present value cost and dis-
count rate prescribed in OMB Circular No, A-94, "Discount Rates to be Used
in Evaluating Deferred Costs and Benefits," when there are significant differ-

ences in capital investment or in the timing of outlays. .
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b.  ‘Caleulating Contractor Costs. The commercial cost figure must

- ‘be-basedron-a.firm-bid or proposal, solicited.in accordance with pertinent pro—
~'c,u-t?e*-mve'n:t’-.rﬂe‘gulé‘-tions. Bidders ‘must be: told that-an in-house-cost. esti mate
is:being developed and. that a-contract may or may- not result, depending th

‘tlie comparative cost of the alternatives.

c.. Calculating. Costs~of »‘”G'oyern'ment ‘Operation..

1): ;Eae'h'éaag.en‘cyaishb.ul'd;a;'ss.unez:-at'ha%t'Gm.emm_en; ;openiajti@n‘sfa}je‘:
organized -and.staffed for ft-hé: m:céxi efficient performance. _To the. ex;t‘ént‘.p‘rac-_
| tical and:in ac:condah‘c'e" with ageney manpower :arn::d pefsogn*el ;;ég:ulatién's, agencies
should Sche'dule»?revi‘ews-:under—. this Cir'_cul-:ar w:i‘th_i_‘nfternail-rngoi‘gafrgi‘z‘qt._ign'rsft"‘or

‘accomplishing the- work-most efficiently:.

(2)  The Government cost factor-for Federal employee.retirement
~‘benefits, based on a dynamic normal ‘cost pr.oje‘;;tiom‘fm;fth'e:-:.c.irv;i‘l. Service:

Retirement Fund, will be. 20.4%.

(3,) . The Government cost factor for Federal: empl@yee insurance

- (hfe and’health) beneflts, based- on,actual cost, w111 be. 4%, :
d..  An -existing in-house-activity. wcill. not.be:. conver.t-ed 'to»contract‘:-p‘er—

formance-on the basis of -economy- unless it.will result.in. savmgs -of .at.least.

10%0of the -estimated: Government personnel eOoSts.
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e. A "new start" will not be approved on the basis of économy unless
it will result in savings compared to contract performance at least equal to

10% of Government personnel costs, plus 25% of equipment and facility costs.
S e, All cost comparisbns- must be reviewed by an activity independ'erlt_
of the cost analysié preparation to ensure conformance to the instructions in

“the Cost Comparison Handbook.

9. Administering the Poliey.

8. Implementation.

(1)  Each ageney will designate an official at the assistant secre-
tary level or equivalent to have overall responsibility for implementation within

the agenecy, along with subordinate contact points for major components.

(2) Each agency will establish one or more offices as central
points‘o'f contact to ma.intain cognizance of specific impleméntafion éctions.
Thésé offices will.ha\}e access to all decision doecuments gnd data pertinent
to éctions taken under the Circula_r and respond, in a timely manner, tb alI

requests eoncerning inventories, schedules, reviews, and results of reviews.

(3)  Within 60 days after the date of this Circular, each agenéy
will prepare and issue lmplementmg regulations, 1dent1fy1ng the designated
official and the central and subordmate contact points. When 1ssued copies -

--will be forwarded to OMB's Office of Federal Procurement Policy for review.

Copies of Subsequent changes will also be forwarded for review.
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(4) Eaeh.agency will-recognize ‘that work for the-Federal -‘Gbxevnf—
meﬁf_ m ay be:performe d,.,by-_-.,uS:e«. of :military personnel, _.,in,-.-ser;vizéezagcimilian;.\e‘mp‘}loyees,_ -
andreontnact services, an_dftha-.-tr ‘past experience f'd_qmox}ls_‘_t?atesﬂthf»a:t ali;';hnee,, , |

- ‘methods have:been responsive :and dependable in.accomplishing sensitive.and.

important work.-

(5) " Each:agenecy will:ensure ‘that ‘contraets.awarded as-a;result -

of reviews:under-Cirecular A=76: .

(a) contain all.applicable-clauses.and provisions related . |

to:equal-e mployment -opportunities, veterans' -preference, and-minimum -wages.

angd fringe benefits;

(b):: include a-provision :tha-t-»:..th,ear..e,ontnatct-en‘:‘w,ill:;gimetgﬁe_detal o

.employees; displaced as-a-result of the conversion to.contract performance,

the :rig'h,t-of't‘_f_\irt;st‘ refusal for emp»loymen-,t' openings.on the contract:in:positions. .

for:which-they-are:qualified;

|

1

- |

: . P - . ‘ l

~(e) are-awarded.to-aresponsible and responsive:bidder, as: - |
‘ I

!

I

|

established.under pertinent procurement regulations; and-

(d)" are administered and monitored to-achieve proper per- S
formance; using appropriate contractual remedies-any itime that performance _ |

is:less than-satisfactory. . : : L

S

1

i |
I
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(6) Each ‘agency will exert maximum effort to find suitable e'mploy_-'

ment for any displaced Federal employees, including:

(a) giving priority considération for suitable pbsitions with

the Government;

(b) baying reasonable costs for -train'i_ng and relocation which

will contribute directly to placement;

(c) - Arranging for gradual transition Wh_en conversions are

made to provide greatér'opportunity for attrition and placément; and

(d) c'oordihating with the Department of Labor and other

ageﬁciés.to obti_iin private seator employment for separated workers,

b.  Inventories. Each agency will immediately compile a ecomplete

'inventory_ of all commercial and industrial activities subject to this Circular. _

_(ll) v | Ageh‘cies will prepare and maintain a complete'inventofy of N
- all individual commeréial or industrial activities (as defined in parégra’ph 4ﬁa..),' :'
witvvh a capital inve_stment of $50,000 or more, or annual operating costs 6f
$100,000 or more, which they operate. In addition to general déscriptive.infdt'-'- |
mation, the inveﬁtoryshb_uld inelude for. each activity: the amount of th.e‘ Gévern; '

ment's capital investment, the annual cost of operation, the date the 'activity
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«was last reviewed,sand.the basis.on-which the:activity is.being continued under

‘;thlis;’;..‘Giix:cui@m..'."‘Th'e'.-;inven.tqgy«.-wﬁi?lilibe;;-gpd&ted:;to“peéﬁlect: the results:of:each

rreview-as:conducted.

» 42) ;Ag.:en'cies‘zWizll;aﬁlsqurepa:re-andffmaintéinv'an;iqven§tony of.all
contracts inexecess -of*t'-$10‘0,0‘O‘Oazannually, ‘exeept those-awarded 7un‘d‘er.s.a' ‘rduly
.authorized;set:asidesprogram, for;services:which;could-reasonably:be:performed
) ;-zin%hous.e,igxinéiudi‘@g;&;a;nyazaél'c'—itxr:ﬁtiaeS‘ *-thait'fhave--b'een.ﬁcony'ented from-in=houseto
confract:performance. In:addition ‘to-general:descriptive -information,. ffhe ’
zi’-riv_ehﬁtbryf-;willi.'irne‘lu'd‘e: ‘the:contract:number, .name:;of the -contractor, -contract
period,;per ié"d:ofr‘:‘any' options, :«an'd the: total:contract:price or:estimsated.cost.

This inventory will:be updsdted to reflect exercise:of options.and the termination

sandraward:of:contracts..

e ‘Reviews. Agencies-will.ptepare:a detailed:schedule for.the'review
~6fveach:commercial-or. industrial'activity and contract:inthe-inverntory to deter-

:mineif:the continued operation is:in:accordance with the pdlicy and ;gui‘d‘eli;nés

:of ‘this"Cireular.

.

| ' {1y The schedule ‘for'revi-;é,‘vw_:ofa.i-n—house, :.commérc«ialjaand‘_indust_rial
:,-a"cf‘-t'i,vi;t:iéSf.willf provide for review .of ‘all:activities during the ithréesyjear period
,’af.o’llozv'\ri:zg'gf.:issuahc‘erféf'thiS':nevi‘se""q ;’"(B-ir;ctiﬂar. “Consideration:should:bergiven ;ﬁ{r‘sf
| ~to-eriteria.that:doinot.coneern:cost. “Unless continuation:is :jusﬁi?tzeie‘d;uner%'pana'-‘

zgraphs 7.a. or.b.;sor the requirement "is:'»set aside .under a-duly authorized contract.
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program, a cost cornparison ‘must be conducted to determine the relative cost

of Government and private performance.

(2) " The scheduie for review of contracts Will show the date -that
each contract-(including options) will expire, and the date that the requiremen_t '
will be reviewed to determine if commereial performance is to be continued. - .
The agency will review the contract cost anddet_ermine whether it is likely
that the work can be performed in-house at a cost that is less than contract
perforinance by 10% o_f Governrnent p_ersonnel' cosis plus 25% of equipment
and facility costs. When t_his is determined to be likely, a cost com_parison will

be conducted.

(3) Both schedules will be completed and provided to the Office

of Federal Procurement Pohcy, OMB, within 60 days of issuance of this Cu'-'

| cular. These schedules will be made available by the agency to all potentlally

affected employees and their Vrepresenta'tiv_es, and published for the information

- of contractors.

(4) Reviews will be conducted in accordance with the schedules,

vunless it is determined that a change in the schedule will be in the best mterest :

of the Government In such cases, when approved by the agency head or hlS

desxg_nee_, the schedule ean be revised W1th 60 days notice to all aff ected par--

ties.
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(5) -After the-initial review, activities:approved for cont'inua;tion _
~will be-reviewed:again: at-least-onee: every fiveryears. :When-it-is-determined
:byrthexageney: head:or: :h_isﬁ;dggigﬂgefétbatét'h e -c,.-ir;cumﬁ_s.;tsan,ca szwhich:supported
- the-initial.-approval:are: motaasubjg_cp;.t@‘c_hamgg,};,s,u,b‘sgguent-:-rev:i-e»w.svm-‘gyg..beawaived.'
“ These.activitieswwill-be-retained.in:the;inventory; however,.and:so.identified.
“A; COpY: Qf;.mgga justifieation-andithe-waiver«will:be-made, a&ailab_,lq toallmter- E

-ested:parties;upon-request-to:the.ageney: contact; point. |

466) aWhenm.asproposed:expansion;:modernization,-or; upgrade: exceeds
- the-threshold for-capital-investment-or operating-costs; it=will be-reviewed , .
Las:though:it:were: a.scheduled review-of:an existing-activity. ' At least.60.days :

:notice-will:be:given: to.all:affected parties.

A7) *Whensthe-number: of. commercial and industrial activities-and
‘the:number-of>covered:contracts-isiso-great that.reviews.cannot.bezcompleted
in:therpreseribed:time:period; the;agency: may request.approval:from:the:Office .

- of:Federal:Procurement: Policy; OMB, to schedule the.reviews. oyver: a:longer

o p,.erz;i@:d. -

A NewStafts
Y] A ne.w:'s.,t»,&lztfrs.haul:q:e-ngtrbe\ initrié,tgd; _py-;an:;exe,éru,t;iye_v,;gge_ncy -
;:1unle;SS;i;":the_;~ ju&stifﬁi(ea-ti;on_.f'ér ESA;tabliS.h-iﬂgft‘he acti"vi?ty,»undel:‘fthez‘p,revisio.ﬁs-vsdf o
g .;t;h:isiis@_\imuhr:'fhas:;b,een re:wie,vgéﬂd;a&nd; _apxzwéda,bya a:senior- official.of :the agency.

~Avpewsstart-which;involves a:capital.investment-or-annual-costs- 6f°$560;800

¥
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or more must be approved by vthe agency'head or by an official at ‘the__ assistant

secretary or equivalent level.’

(2) The actions to be taken under this ercular should be com-

pleted before the agency s budget request is submitted to OMB Data 1n support

of such budget requests will be submitted in accordance w1th OMB Clr-' 'ular

No. A-11.

3 When Government ‘ownership of facilities is necessary, the
possibility of contract operation must be considered before in-house pe_r.fo;'mance |

is approved as a new start. If justification of Government operation is fdepfe‘ndent

on relative cost, the comparative cost decision may be delayed to accomifiodate

ey

the lead time necessary for acquiring the facilities.

10. Appeals.

a.  Each agency will establish a procedure for an informal administra-
tive revie'w, of determinations made under this Circular. Upon written request
from a directly affected party raising a specific objection the appealls procedure |

will provide for:

_(l) An 1ndependent obJectlve review of the xmtlal determination

and the rationale upon which the decision was based.

-
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An-expeditious:determination, within 30.days, made by-an

; (52:')

officigl at the;same-or:a higher.level:than:the official who.approved theoriginal

deaision.

A, mexappeals procedure is-toy pmvxdev Aan;: admlmstratlve ssafeguard
10 :assuremthatwagency declslensare falr,”eqmtable, andun aceordance ,w1th

esi;&biishe:dgpnha% ;'-I%he;,;pnoxzedmneyd@;es;n-otxau:thmazeaam;ggpea-lx,.ou-_tsa-d‘e-;tshe

-agengy.or:a judicialreview..

«¢: . iSinee ithe;Qpp,:eal;.pno@ceduﬂegi's;;aint.e_ade:d ‘to protect’the rights of-all .

"péi‘fié?. — Z»'E‘e-d'er‘al"fe‘~mp"-l=c>y;e'e's':fafn’cl their '«r-epr—esen:t&t:i;ve‘.;onge:ni:zat'iens,-: con.tr.ac.tor.s

-and- potent«lal contract'ors,\and contract *e’mployees and thelr representatlves

a,x;.;tres.._‘ ,..-Ag;em:.:yr.!dects:,ons,‘.-at-:e,.ﬂmal.

¢

.Agengy'}agpeal., pmce_dures,.when is-sued,mirﬂl\-alsozbe;=sg‘1bm;i‘t:tedit0=

Questmns; ra‘;lnqsdmlesmbeut thls \’Clrcularmr 1ts 1mplementatlon should bead-"

dresajed o %h*e‘@fﬁce of Feder&l Procurement ‘Policy, ‘OMB, telephone number:

(292) 395—3327
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ATTACHMENT A
EXAMPLES OF COMMERCIAL AND INDUSTRIAL ACTIVITIES

Audiovisual Producté and Services

ed e

Photography (st111 mov1e, aerlal ete.) | -

Photographic processing (developlng, printing, enlargmg, etc.) L e

_Film and videotape production (seript writing, direction, ammatlon, o
editing, acting, ete.)

Microfilming and other microforms

Art and graphics services

Distribution of audiovisual materials

Automatic Data Processihg,

 ADP services - batch processing, time-sharing, ete.
- Programming and systems analysis, design, development, and
simulation :
" Key punching and data entry services
Systems engineering and installation
Equipment installation, operation, and maintenance

Maihténance, Overhaul, and Repair

Aircraft and aireraft components -
~ Ships, boats, and components
Motor vehicles
Combat vehicles
: .Rallway systems
- Electronic equipment and systems
~Weapons and weapon systems
Medical and dental equipment
Office furniture and equipment
_ Industrial plant equlpmgnt
.- - Photographic equipmént’
o '~ Space systems =

Systems Engineering, Installation, Operation, and Maintenance |

Communications systems — voice, message, data; radio, wire,
microwave, and satelhte

Missile ranges -

Satellite tracking and data acquisition

Radar detecetion and tracking - '

‘Television systems — studio and transmission equipment,
distribution systems, recexvers, antennas, etc.

Recreational areas

Bulk storage facilities
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Manufacturing, Fabrication, Processing, .and-Packaging:

‘Ordnance-equipment:
Glothing and fabrie:products:
Liguid, gaseous, .and:chemicai products
Tiogging and:lumber:; produets; - -
“Communicatiens.and electronics- equlpment
Radbber-and-plastic producits:
Optical and related produets.
. Sheet metal and:foundry products:
Machined products
Construction: materials.
Test-and instrumentation. equlpment

R‘eal Proper J

Besxgn, :engineering; construcition, ‘modification; nepa’flr&,fand “maintenance.

of ‘buildings -and-structures
Constructmn, alteration,. repam, and. mamtenance -of ;roads and.other:

surfaced-areas
Landscapmg, «drainage, mowing;: and care: of g‘rounds

mﬁ-ﬁ&IP.li&l2'-SthS and Services

.Machme, carpentry, electrical.and-other shops.
Industrial. gas production.and. recharging’

Egquipment -and instrument fabrlcatlon, repair and: cahbratlon
Plumbing, heating, electricai, and air condltlenmg servree‘s,

including repair:
Fire protection and prevention services
Custodial and janitorial services
Refuse-collection and -processing:

|

|

-~ ~  Health 'Sfen.vi:fc,e,s o : ' f
o l

f

l

{

|

*Surgxcal medical, dental and: psychlatnc care
Hospitalization, outpatient, and~nursmg ‘care:
* ‘Physical examinations:
Eye-and hearing :examinations ﬁ—--manufactunng andf: 1‘ttmg glasses- C ,
and-hearing -aids: : : o !
Medical -and - dental. ‘laboratorms ' ' ' ‘ i
Dispensaries: o ‘ : ST o
Preventive medicine. , ' o . ) |
Dietary. services:
Vieterinary services:

|
|
|
4
|
|
_'
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’I‘bansportation

Operation of motor pools
Bus service
Vehicle operation

Air transportation -
Water transportation:
’I‘rucklng and hauling

, Pxfintlng and Reproductxon .

' Pnntlng and bmdmg
Reproduction, copying, and duphcatlon
Blue-printing

Research and Development

Basie research.

Applied research

Development
‘ - Concept formulation and demonstratlon
. S R&D studies
| © . R&D testing

_ Office Services

_ o Stenographlc recordmg and transcrxblng
§ S _ Word processing/data entry '
| ‘ Mail/messenger
| : Translation EE
Information systems and dlstmbutlon
_ Financial auditing and serwces
- Management audltmg«

Secunty

Guard and protectxve services ‘ ' ' ” -
Systems engineering, mstallatxon, and mamtenance of securlty systems .
? and individual privacy systems :

- : _Forensic laboratories

Food Services

Operatlon of cafetenas, mess halls, kltchens, bakerles, dames,
and commissaries

Vending machines

Ice and water
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¢ EXECUTIVE SECRETARIAT (0/DC!)
Routing Slip
TO: ACTION INFO DATE INITIAL
11 DCI
2| DDCI
3{ DD/RM
4| DD/NFA
51 DD/CT %
6) DD/A v '
~7| pD/O
8| DD/S&T
91 GC
10] LC
111 IG 4 P
12| Compt 4 “/ﬁM
13| D/PA |
14 D/EEQ
15| D/Pers
16| A0/DCI
17| G/IPS
18 '
19
20
21
22
SUSPENSE DATE:

Remarks: ot %/; e / /é%/%/

STAT
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